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CONPIDENTIAL SECTION I OF 2 LIMA 6773 

E.O. 1 1652: GDS 

TAGS: PFOR, PINS, PINT, PORG, PE 

SUBJECT: POLITICAL CHANGES IN PERU - SIGNIPICANCE POR U.S. NATIONAL 
INTERESTS 

REF: LIMA 6538, LIMA 6628, LIMA 6640 

SUMMARY. THE PORCED DEPARTURE OF PRIME MINISTER PERNANDEZ MALDONADO 
POLLOWED BY REMOVAL OP CABINET MEMBERS AND OTHER GOP LEADERS 
IDENTIPIED WITH HIM ON THE LEPT OF THE PERUVIAN POLITICAL SPECTRUM 
APPEARS 

TO SIGNIFY AN IMPORTANT POLITICAL CHANGE WHICH WILL HAVE A BEARING 
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OF POLITICAL AND FOREIGN POLICY IMPLICATIONS ARISING FROM THE 
RECENT CHANGE. END SUMMARY. 

1. BILATERAL RELATIONS 

THE INTERACTION OF USG WITH MORE MODERATE GOP LEADERSHIP 
SHOULD LEAD TO EURTHER IMPROVEMENT OF U.S./PERUVIAN RELATIONS. 
RELATIONS ARE, OE COURSE, DOMINATED BY ECONOMIC CONCERNS AND THE 
VITAL IMPORTANCE TO PERU OF WESTERN FINANCING AND TRADE. GOP 
SUCCESS OR LACK THEREOE IN NEGOTIATING MAJOR REEINANCING EROM A 
CONSORTIUM OE PRIVATE U.S. BANKS WILL AEEECT BILATERAL RELATIONS. 
THE MILGOV WILL CONTINUE TO LOOK TO THE U.S. EOR CERTAIN IMPORTANT 
ARMS PURCHASES WITH THE EXPECTATION OE A FAVORABLE USG RESPONSE 
TO DEMONSTRATE CLOSE AND CORDIAL BILATERAL RELATIONS. THE GOP 
WILL BE DISAPPOINTED SHOULD ITS SEARCH EOR MASSIVE INTERNATIONAL 
EINANCING AND TO A LESSER EXTENT EOR U.S. MILITARY EQUIPMENT BE 
ERUSTRATED. HOWEVER, THIS ERUSTRATION IS NOT EXPECTED TO TRANSLATE 
AS READILY AS HERETOEORE INTO AN ANTI-U.S. CAMPAIGN. IN THE MILI- 
TARY AREA THE GOP MAY USE ANY U.S. EAILURE TO SUPPLY WEAPONS THEY 
EEEL THEY NEED TO JUSTIEY THEIR PURCHASE ELSEWHERE, INCLUDING THE 
USSR. YET THE TENDENCY TO LOOK TOWARD THE USSR AS AN IMPORTANT 
PERUVIAN ARMS SUPPLIER COULD DIMINISH SOMEWHAT IN THE WAKE OF 
RECENT POLITICAL CHANGES. 

2. MULTILATERAL DIPLOMACY 

REDUCTION OE LEFTIST INFLUENCE IN THE CABINET AND THE SPECIEIC 
REPLACEMENT OE GEN. DE LA FLOR WITH CAREER DIPLOMAT JOSE DE LA 
PUENTE AS EONMIN SIGNIFIES A PROBABLE SHIET IN PERU'S MULTI- 
LATERAL POSTURE FROM THE VANGUARD OF THE THIRD WORLD TOWARD THE 
POLITICAL 

CENTER OE THE NON-ALIGNED MOVEMENT. THIS SHIET SHOULD BE HELPEUL 
TO U.S. INTERESTS AND OVERALL CONCERN WITH WORLD ORDER, IE PERU 
WORKS TO MODERATE MORE CONTENTIOUS THIRD WORLD POSITIONS. IN 
MATTERS OE CONSIDERABLE CONCERN TO THE U.S. AND SPECIEICALLY ON 
THE PUERTO RICO ISSUE, PERU CAN BE EXPECTED TO BE MORE UNDER- 
STANDING OF OUR POLICY. 

WE SENSE SOME DISQUIET IN THE CUBAN EMBASSY HERE. THE GOP 
IS LIKELY TO EVIDENCE INCREASED WARINESS OF CUBA'S INTERNAL 
INVOLVEMENT IN PERU AND ELSEWHERE, A WARINESS THAT MAY EXTEND TO 
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THIRD WORLD FORA. THE PERUVIAN COMMUNIST PARTY (PCP) INTERPRETS 
THE OOP'S POLITICAL CHANGE AS DAMAGING TO THE WORLDWIDE "ANTI- 
IMPERIALIST" CAUSE. PCP SECGEN JORGE PRADO, IN AN INTERVIEW WITH 
A CORRESPONDENT EROM MEXICO CITY'S EXCELSIOR, EEARED A "MODIEICA- 
TION OE PERU'S NATIONALISM AS PRACTICED IN GOP RELATIONS WITH THE 
U.S.", AND HE COMMENTED THAT THE "REALIGNMENT" IN THE GOP EOREIGN 
OEFICE COULD RESULT IN A MODIEICATION OF "INTERNATIONAL ALLIANCES 
WHICH WILL DEBILITATE THE (PERUVIAN ) LINKS WITH SOCIALIST AND 
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THIRD WORLD NATIONS". 

3. THE AMERICAS 

CAREER DIPLOMAT DE LA PUENTE DEPENDS DIRECTLY UPON PRESIDENT 
MORALES BERMUDEZ (POLITICAL POWER ELOWS EROM MILITARY RANK) AND 
DE LA PUENTE HAS IMMEDIATELY SET OUT TO RE-EOCUS GOP EOREIGN 
POLICY ALONG THE LINES PROMISED BY MORALES BERMUDEZ IN HIS 
MARCH 31, 1976 ADDRESS IN TRUJILLO. AT THAT TIME MORALES BERMUDEZ 
DECLARED THAT PERU "MUST RE-DIRECT (ITS EOREIGN POLICY) TOWARD THE 
AMERICAN CONTINENT AND MORE .SPECIFICALLY LATIN AMERICA, EOCUSING 
ON THE OAS, ANDEAN PACT, REGIONAL INTEGRATION VIA LAFTA AND SELA 
AND INTEGRATION WITH ITS NEIGHBORS". IN HIS EIRST PRESS CONEERENCE 
JULY 19 (LIMA 6640), FONMIN DE LA PUENTE REFERRED TO THE NEW 
"URGENCY AND PRIORITY" OF PERU'S LATIN AMERICAN POLICY BUT 
DENIED THAT PERU'S ROLE IN THE NON-ALIGNED MOVEMENT WOULD BE 
ADVERSELY AFFECTED BY CHANGING PRIORITIES. (IN A JULY 22 CON- 
VERSATION WITH THE AMBASSADOR AND DEPUTY ASSISTANT SECRETARY 
RYAN, DE LA PUENTE SUGGESTED THAT THE NEW PRIORITIES ALSO INCLUDE 
IMPROVED RELATIONS WITH THE U.S.). IN HIS PRESS CONFERENCE 
DE LA PUENTE NOTED 

THE CREATION OF A NEW MINISTRY FOR INTEGRATION AND ANNOUNCED THE 
UPCOMING MEETING BETWEEN THE PERUVIAN AND BRAZILIAN PRESIDENTS 
IN LIMA AS EVIDENCE OF NEW GOP EMPHASIS ON ITS LATIN AMERICA 
RELATIONS. 

4. ARMS LIMITATION AND NEGOTIATIONS OVER THE BOLIVIAN CORRIDOR 
THE GOP POLITICAL ADJUSTMENT ITSELF IS UNLIKELY TO AFFECT 

PERU'S AMBITIOUS ARMS PURCHASE POLICY. IN FACT, THE MORE CONSERVATIVE 
GENERALS IN REGIONAL COMMANDS WHOSE POLITICAL AUTHORITY NOW SEEMS 
TO BE ENHANCED ARE LIKELY TO CONTINUE TO EXERT PRESSURE ON THE 
GOVERNMENT FOR BOTH QUANTITATIVE AND QUALITATIVE IMPROVEMENT IN MIL- 
ITARY EQUIPMENT. THERE IS NO INDICATION THAT GOP RESERVATIONS OVER 
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THE MODALITIES OF A TRILATERAL ACCORD CONCERNING THE BOLIVIAN COR- 
RIDOR WILL BE DIMINISHED. HOWEVER, CIVILIAN FOREIGN MINISTER 
DE LA PUENTE MIGHT CONCENTRATE ON THE NEED FOR IMAGINATIVE DIPLO- 
MATIC INITIATIVES WHICH WOULD STILL PROTECT PERU'S NATIONAL INTERESTS 
WHERE GENERAL DE LA FLOR WAS IMBUED WITH THE MILITARY'S PLEDGE TO 
DEFEND PERUVIAN TERRITORIAL INTEGRITY -EXTENDING IN THE MILITARY 
PSYCHE TO FORMER TERRITORY THROUGH WHICH A CORRIDOR WOULD PASS. 

5. FOREIGN INVESTMENT 

THE FOREIGN INVESTMENT CLIMATE SHOULD IMPROVE. IN HIS PRESS 
CONFERENCE DE LA PUENTE REFERRED TO TRANSNATIONAL ENTERPRISES 
AND GOP SINS "IN NOT FIXING THE RULES OF THE GAME, LETTING THEM 
(TRANSNATIONALS) ACT FREELY". HE DECLARED THAT THE GOP DESIRED 
"HEALTHY FOREIGN INVESTMENT, RESPECTFUL OF OUR LEGAL FRAMEWORK 
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.... A MODIFICATION IN GOP POLICY TOWARD PETROLEUM EXPLORA- 
TION AND THE TURNBACK OE THE ANCHOVY EISHING ELEET TO THE PRIVATE 
SECTOR (SEPTELS) IS INDICATIVE OF A NEW GOP ECONOMIC "REALISM". 

THE RESIGNATION OF SOCIAL PROPERTY COMMISSION CHIEF ANGEL DE LAS 
CASAS APPEARS TO SIGNIEY REDUCED EMPHASIS ON THE SOCIAL PROPERTY 
EXPERIMENT AND A 

MODIEICATION OE ITS AIM TO BECOME THE "HEGEMONIC 
AND PREDOMINANT" EORM OE ENTERPRISE IN PERU AT THE EXPENSE OE THE 
PRIVATE SECTOR. NEW SOCIAL PROPERTY CHIEE GENERAL CESAR ROJAS 
CRESTO IN HIS FIRST PUBLIC STATEMENT REPUDIATED THOSE WHO "CON- 
SCIOUSLY OR UNCONSCIOUSLY PROPOSED A CONERONTATION BETWEEN THE REFORMED 

PRIVATE SECTOR AND SOCIAL PROPERTY AS IE THEY WERE ANTAGONISTIC". 

ROJAS DECLARED THAT BOTH FORMS OF ECONOMIC ORGANIZATION "SHOULD CO- 
EXIST" AND HE STATED THAT THOSE WHO ARGUE OTHERWISE ARE "ENEMIES 
OE THE REVOLUTION". THUS IS THE REVOLUTIONARY "IDEOLOGUE" DE LAS 
CASAS PRACTICALLY CONSIGNED TO A NEW "COUNTER-REVOLUTIONARY" CAMP 
INHABITED BY THOSE WHO EORMERLY CONSIDERED TO BE IN THE POLITICAL 
MAINSTREAM OE THE REVOLUTION. PRIVATE SECTOR PERUVIAN AND EOREIGN 
INVESTORS SEEM ENCOURAGED BY RECENT CHANGES. THEY ANTICIPATE 
EURTHER CHANGES IN THE LABOR SECTOR INCLUDING WIDE-RANGING MODIEI- 
CATION OE JOB SECURITY LEGISLATION AND LIMITATION ON THE RIGHT TO 
STRIKE (STRIKES ARE TEMPORARILY PROHIBITED DUE TO THE NATIONAL 
STATE OE EMERGENCY). SOME CHANGES IN PERU'S INDUSTRIAL COMMUNITY 
LAW ARE EXPECTED. CONTEMPLATED CHANGES WILL PROVIDE FOR ULTIMATE MAN- 
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AGEMENT CONTROL OVER MAJOR CORPORATE DECISIONS EVEN SHOULD WORKER PART- 
ICIPATION IN CO-MANAGEMENT APPROACH 50 PERCENT. PRIVATE SECTOR 
REPRESENTATIVES HAVE EXPRESSED THEIR SENSE OE ENCOURAGEMENT 
TO THE EMBASSY AND SEEM TO EEEL A NEW "REALISM" IN GOP ECONOMIC 
POLICY. APRISTA LEADERS HAVE TOLD THE EMBASSY THAT APRA IS NOW 
CONEIDENT AGRICULTURAL COOPERATIVES WILL BE PERMITTED TO EUNCTION 
WITHOUT THREAT OF ABSORPTION INTO THE STATE-RUN SOCIAL PROPERTY 
SECTOR. APRA PLANS TO TAKE ADVANTAGE OF THE POLITICAL CHANGE TO 
PRESS FOR GREATER RECOGNITION OE AND BENEEITS EOR SMALL FARMERS. 

APRA IS EXTREMELY INFLUENTIAL IN THE NATIONAL "APOLITICAL" SMALL 
EARMERS ASSOCIATION. 
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6. MEDIA 

MEDIA TREATMENT AND PROJECTED IMAGE OF THE U.S. IS EXPECTED 
TO IMPROVE. SUSPICION OF THE U.S. EXPRESSED BY LEFTISTS AROUND FORMER 

PRIME MINISTER FERNANDEZ MALDONADO IS LESS EVIDENT. CONCERNING 
PRESS FREEDOMS, PRESIDENT MORALES BERMUDEZ AND INTERIOR MINISTER 
CISNEROS WERE SAID TO HAVE OPPOSED THE JULY 2 CLOSURE OF POLITICAL 
JOURNALS, BUT THEN PRIME MINISTER FERNANDEZ MALDONADO CARRIED THE 
DAY. MORALES BERMUDEZ HAS PUBLICLY EXPRESSED HIS ALLEGED CONVIC- 
TION THAT THE GOP MUST BE ABLE TO TOLERATE CRITICISM. THERE IS 
NOW A GREATER CHANCE THAT THE MORALES BERMUDEZ INCLINATION TO 
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ALLOW A RATHER FREE EXPRESSION OF POLITICAL OPINION CAN PREVAIL. 
HOWEVER, THE PERUVIAN MILITARY IS NOT NOTED FOR ITS APPRECIATION 
OF THE FREEDOM OF THE PRESS PRINCIPLE, AND WHEN THE PERIODICALS RE- 
OPEN SOME CENSORSHIP IS LIKELY TO BE INVOLVED. THE MORE STRIDENT 
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AND PROBABLY FOREIGN-FINANCED FAR-LEFT PUBLICATIONS MAY EXPER- 
IENCE GREATEST DIFFICULTY IN SECURING GOP PERMISSION TO RE-OPEN. 

7. INTERNAL POLITICAL SITUATION 

REMOVAL OF THE REVOLUTIONARY IDEOLOGUES SIGNIFIES A SHIFT 
TOWARD THE POLITICAL CENTER AND MORE PRAGMATIC POLICIES WITHIN THE 
BROAD OUTLINES OE THE REVOLUTION'S IDEOLOGICAL PRINCIPLES. THE 
CABINET IS MORE POLITICALLY HOMOGENOUS AND A POTENTIAL FOR GREATER 
MILGOV COHESION EXISTS. (THIS COULD INVOLVE REPLACEMENT OF THE ONE 
OR TWO REMAINING MINISTERS ASSOCIATED WITH FERNANDEZ MALDONADO.) 

THIS COULD LEAD TO IMPROVED POLITICAL STABILITY ENABLING PERU TO 
MORE SUCCESSFULLY TRANSCEND ITS ECONOMIC CRISIS. 

THE, AT LEAST TEMPORARY, SUPPORT OF TRADITIONAL POLITICAL 
PARTIES AUGERS WELL FOR THE GOVERNMENT AND LEAVES OPEN THE POS- 
SIBILITY OP AN EVENTUAL "OPENING TOWARD DEMOCRACY". FORMER 
PRESIDENT BELAUNDE HAS DESCRIBED RECENT POLITICAL CHANGES AS "A 
STEP TOWARD THE NORMALIZATION OF THE COUNTRY '. HE REITERATED 
HIS POSITION THAT THE ONLY REAL SOLUTION FOR PROBLEMS OP THE 
COUNTRY AND THE ARMED FORCES "IS THROUGH ELECTIONS IN DUE COURSE". 

POLITICAL STABILITY AND GOVERNMENT COHESION, HOWEVER, REMAINS 
THREATENED BY SEVERAL IMPORTANT FACTORS. IF THE GOP MOVES 
TO TOTALLY ALIENATE THE MARXIST LEFT (THE REVOLUTION TO DATE HAS 
BEEN NON-COMMUNIST BUT NOT ANTI-COMMUNIST) COMMUNIST INFLUENCE 
MAY INDEED DECLINE BUT CONCOMITANT WITH THE REDUCTION OP POLITICAL 
INFLUENCE MAY BE AN INCREASED LIKELIHOOD OP POLITICAL AND LABOR 
UNREST, NOT EXCLUDING A PUTURE TERRORIST THREAT. 

FURTHERMORE, REMOVAL OF THE WAR MINISTER AND SEVERAL RANKING 
GENERALS IN THE JULY 16 SHAKEUP COULD FURTHER WHET INDIVIDUAL 
POLITICAL AMBITIONS WITHIN THE MILITARY. THESE AMBITIONS ARE 
NOT LIMITED TO THE GENERAL OFFICERS BUT EXTEND TO COLONELS, MAJORS 
AND CAPTAINS. AS SEPTEMBER PROMOTION TIME APPROACHES, INTRA- 
MILITARY PRESSURES INCREASE. 

THE POLITICAL STRENGTH OF MORALES BERMUDEZ REMAINS QUESTIONABLE. 
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FERNANDEZ MALDONADO'S REMOVAL WAS PROBABLY PORCED BY THE REGIONAL 
COMMANDERS WITH NAVY SUPPORT AND WAS NOT INSTIGATED BY MORALES 
BERMUDEZ HIMSELF, EVEN THOUGH HE SHOULD BE THE SHORT-RUN BENEFICIARY 
OF THAT CHANGE. HE IS THE SYMBOL OF MILGOV STABILITY AND THAT MAY HAVE 

BEEN AN IMPORTANT FACTOR IN HIS SUCCESSFUL PASSAGE THROUGH THE 
RECENTLY TURBULENT POLITICAL WATERS. SHOULD PRIME MINISTER ARBULU WITH 

HIS ALLEGED PERSONAL SUPPORT WITHIN THE ARMY, ALONG WITH REGIONAL COM- 
MANDERS WHO EVIDENCE GREATER INTEREST IN THE POLITICAL SCENE, 
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CIRCUMSCRIBE MORALES BERMUDEZ' POWER, THAT WOULD BE A POTENTIALLY 
DESTABILIZING SITUATION. IE MORALES BERMUDEZ IS EVENTUALLY REMOVED 
THAT WOULD FURTHER STRAIN THE SENIORITY PRINCIPLE. POLITICAL 
AMBITIONS WOULD BE BALDLY REVEALED AND MILITARY COHESION WOULD 
SUFEER ACCORDINGLY. EINALLY, POLITICAL EACTIONALISM WITHIN THE 
MILGOV IS UNLIKELY TO EADE AWAY. SOMEONE MIGHT WELL PICK UP 
THE EALLEN LEFTIST POLITICAL BANNER AND SEEK TO EILL THE ROLE OF 
FERNANDEZ MALDONADO AS SPOKESMAN WITHIN THE GOP EOR THAT MORE 
THOROUGHGOING POLITICAL CHANGE PROMISED IN "PHASE ONE" OE THE 
REVOLUTION. 

POLITICAL PROGNOSTICATION AT THIS POINT MUST BE EXTREMELY TEN- 
TATIVE. THE POLITICAL PLAN "TUPAC AMARU" IS EXPECTED TO BE 
ANNOUNCED SOON, PERHAPS ON THE OCCASION OE PRESIDENT MORALES 
BERMUDEZ' JULY 28 INDEPENDENCE DAY SPEECH. IT SHOULD GIVE EURTHER 
INDICATION OF NEW GOP POLITICAL DIRECTIONS. 

8. HUMAN RIGHTS 

ALIENATION OE THE MARXISTS COMBINED WITH THE LIMITATION ON 
THE RIGHT TO STRIKE, MODIEICATION OE JOB SECURITY (A REVOLUTIONARY 
TENET) AND INFLATION-INDUCED POPULAR DISCONTENT COULD LEAD TO AN 
INCREASED GOP SECURITY PROBLEM. THE GOVERNMENT IS ALREADY ENGAGED 
IN "PREVENTIVE DETENTION" OE LEETIST POLITICAL AND LABOR LEADERS. 

WE HAVE RECEIVED NO REPORTS OP MISTREATMENT OP THOSE ARRESTED OR MORE 
WIDESPREAD REPRESSION BUT IF LEFTIST VIOLENCE SOULD BLOSSOM AND BE MET 

BY GOP COUNTER- VIOLENCE, REPRESSION CANNOT BE RULED OUT. 

DEAN 

CONPIDENTIAL 
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